I examine the predictability of dividend cuts based on the time interval between dividend announcement dates using a large dataset of U.S. firms from 1971 to 2014. The longer the time interval between dividend announcements, the larger the probability of a cut in the dividend per share, consistent with the view that firms delay the release of bad news.
I. Introduction
Dividend policy is a key topic in the mainstream finance literature. A hitherto undisputed finding is that publicly listed firms tend to smooth dividends to avoid dividend cuts (Lintner (1956) ). 1 Recent contributions investigate the determinants of dividend smoothing both in the U.S. (Leary and Michaely (2011) ) and globally (Javakhadze, Ferris and Sen (2014) ).
A possible reason for dividend smoothing is provided by signalling theory: dividend changes convey information to the market on the value of the firm. 2 Kalay and Loewenstein (1986) are the first to specifically study the timing of dividend announcements and its informational content. Damodaran (1989) investigates day-of-the-week effects in dividend announcement dates. Hull (2013 Hull ( , 2015 studies the timing of dividend cuts in relation to the business cycle. Further research on this topic is, however, rather sparse.
In this paper, I investigate the timing preferences for dividend announcement dates using a large dataset of U.S. firms from the CRSP database from 1971 to 2014. In particular, I address the following research question: Can the timing of dividend announcements predict cuts in dividend per share (DPS)?
The relationship between the timing of dividend announcements and dividend cuts has already been addressed by the literature: Kalay and Loewenstein (1986) show that dividend cuts occur more often when dividend announcements are "late". However, Kalay and Loewenstein (1986) focus on a very short time period (1978) (1979) (1980) , and base their analysis on a definition of "late" dividend announcement which is somewhat "arbitrary", that is, by means of "manual inspection of the pattern of past dividend announcement dates" (Kalay and Loewenstein (1986), p. 376) . Moreover, while the literature has 1 Michaely and Roberts (2006) provide evidence that for private firms dividend smoothing is less pronounced. 2 Seminal studies from the end of the sixties until the mid-eighties examine the informational content of dividend changes by investigating the nexus between dividend changes and stock returns: dividend increases (decreases) tend to be associated with stock price movements in the same direction (Fama, Fisher, Jensen and Roll (1969) , Pettit (1972 ) and (1976 ), Charest (1978 , Aharony and Swary (1980) , Asquith and Mullins (1983), and Brickley (1983) ).
recently investigated the determinants of dividend smoothing both in the U.S. (Leary and Michaely (2011) ) and globally (Javakhadze, Ferris and Sen (2014) ), there is currently no empirical study that investigates predictability in dividend changes based on the timing of dividend announcements.
I provide evidence that extends the findings provided by Kalay and Loewenstein (1986) . Kalay and Loewenstein (1986) find that "late" dividend announcements increase the probability of a dividend cut. This finding is ascribed to the fact that bad news (a dividend cut) tend to be delayed by firms. My findings corroborate Kalay and Loewenstein (1986) : the number of calendar (or trading) days between two consecutive announcements is associated with an increase in the probability of a dividend cut. The probability of a dividend increase, on the other hand, is uncorrelated with the timing of the dividend announcement. I also provide some evidence that dividend increases are associated with "early" dividend announcements.
The rest of the paper is structured as follows. Section II describes the data set and reports the main features of the sample. Section III investigates potential determinants of dividend changes, borrowing from the literature on the propensity to pay dividends and dividend smoothing. Finally, section IV concludes.
II. Sample selection and methodology
The data set of quarterly dividend announcements dates in CRSP is available for the period starting from 1 st January 1962. I consider firms whose primary exchange is the NYSE, AMEX (now NYSE MKT), or NASDAQ. Data is collected from the CRSP monthly file for share codes 10 or 11 related to ordinary dividends adjusted for splits and stock dividends (CRSP distribution code 1232). Therefore, I
exclude ADRs, shares of Beneficial Interest, units or Limited Partnerships, foreign incorporated firms, closed-end funds, and REITs, consistent with recent literature (Knyazeva and Knyazeva (2014) ). I also exclude financial firms (SIC 6000-6999) and regulated utilities (SIC codes 4900-4949), for comparability with previous literature on dividend policy (among others, Fama and French (2001) and DeAngelo, DeAngelo, and Stulz (2006) ). Because I am interested in dividend announcement dates, rather than the propensity to pay dividends, all firms in the sample are dividend payers, although there may be periods for which dividend distributions are interrupted for a number of years.
My baseline regressions are based on Probit models:
where D it is a dummy variable equal to 1 if there is:
1. A DPS increase in quarter t relative to the previous quarter and 0 otherwise; 2. A DPS decrease in quarter t relative to the previous quarter and 0 otherwise.
I examine dividend increases and dividend decreases separately because "early" or "late"
announcements are expected to increase the probability of a dividend cut, but not the probability of a dividend increase (Kalay and Loewenstein (1986) The control variables, represented by the vector C it , are borrowed from the literature on dividend smoothing and the propensity to pay dividends. Fama and French (2001) provide evidence that firms that are bigger, more profitable and with lower investment opportunities tend to pay dividends. 3 The number of calendar days between two announcements can be longer than a quarter for periods of disruption in dividend payments. For example, if the company missed an announcement, this would result in around 180 calendar days between the two announcements. However, as reported in the notes to the table, all variables are winsorized at the 1st and 99th percentile. The first percentile is 44 and the 99th percentile is 182 calendar days. To understand whether dividend omissions have any impact on my estimates, I run robustness checks consi dering only cases for which there is no disruption, that is, cases where the announcements happen in two consecutive quarters. The results remain qualitatively and quantitatively unaltered and are available upon request. 4 As pointed out by an anonymous referee, the number of days before an announcement cannot be determined before the announcement date, when the amount of the DPS becomes known. Therefore, it can be argued that Xit is not exactly a predictor of dividend changes. However, in case of announcements that occur after the usual announcement date, investors can use the informational content of a delayed announcement before they actually know the amount of the dividend. For example, if an announcement should occur around 90 days after the last one, and for the current quarter an announcement has yet to be released 100 days after the previous one, investors can use this piece of i nformation to predict the amount of the dividend for the current quarter. In particular, the findings of this paper suggest that, if the announcement date occurs later than expected, the probability of a dividend cut is higher.
DeAngelo, DeAngelo, and Stulz (2006) introduce the stage of the life cycle of a firm as a key factor for the decision to pay dividends. Recent literature points out that dividend smoothing (the tendency to avoid changes in the DPS) can be affected by information asymmetries. 5 Such information asymmetries are lower for firms that are bigger, older, with a high degree of asset tangibility and investment opportunities (Leary and Michaely (2011)). In light of this literature, the vector C it consists of the following variables: 6 Firm age (the number of years since the firm first appeared in the COMPUSTAT database); Profitability, proxied by the ratio of Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA) to total assets; size, as proxied by the market value of assets (Market cap) and the book value of assets (Total assets); 7 asset tangibility, proxied by the ratio of property, plant and equipment to total assets (Tangibility); the market-to-book ratio (MA/BA), which proxies for investment opportunities; the standard deviation of Profitability (Earnings volatility) and the Beta, which proxy for risk; and the Speed of Adjustment (SOA). 8
For all regressions standard errors are clustered on the firm level and robust to heteroscedasticity, and year fixed effects are included. Data availability for the control variables requires the sample period to be from 1971 onwards. Because data for the beta is available from 1993 onwards, the results for the regressions where Beta is included consider the sample period 1993-2014.
III. Results
In Table 1 , Panel A, I report the results for Probit regressions where the dependent variables are the dummy variables "Dividend increase" and "Dividend decrease", as described in the previous section. In all cases, Days does not correlate significantly with "Dividend increase", but increases the probability of a dividend cut. In particular, considering the results in the third column of Table 1 , the marginal effect of Days on the probability of cutting dividends when Days is equal to its sample median (91 days) is 0.0003, suggesting that one standard deviation increase in Days (around 20 calendar days) increases the probability of a dividend decrease by 0.6 percentage points. Since the mean for "Dividend decrease" is 0.0208, this change is hardly negligible (almost 30% of the mean).
The marginal effect of Days remains virtually the same for column 5 of Table 1 . For columns 7 and 9 the marginal effect is 0.0002.
An examination of the control variables shows that dividend cuts are more likely for firms that are, ceteris paribus, older, less profitable, smaller, with more tangible assets, better growth opportunities, and with higher earnings volatility.
The variation in "Days" can be picking up the variation in number of days-off and holidays, if "Days" is the number of calendar days between announcement dates. To further improve the robustness of my results, I consider the number of trading days between two consecutive announcements. To define trading days, I consider the business calendar for the S&P500 index.
Moreover, as explained in footnote 3, the number of calendar (or trading) days between two announcements can be longer than usual for periods with dividends omissions. Finally, it can be argued using the number of (calendar or trading) days between two consecutive dividend announcements (for example, Q4-2006 and Q1-2007) can lead to noise in the data if firms tend to have a target gap period between announcement dates. If a firm delays by N days the announcement for the current quarter, this automatically reduces the number of days before the announcement for the next quarter. This is represented graphically in Figure 1 .
To avoid this problem, I exploit the fact that firms tend to choose the current dividend announcement date on the basis of the dividend announcement date for the same quarter of the previous year (for example, for Q4-2006 and Q4-2007) . Therefore, in a further robustness check, rather than the number of trading days between announcement dates, "Days" is the difference between:
-The actual number of trading days between dividend announcement dates for the same quarter of two consecutive years, and -The number of trading days in a calendar year. For the U.S., the expected number of trading days would be 252.
For cases where there are late announcements, this variable is positive, while for cases with early announcements this variable is negative. The results are reported in Table 4 . Similar to the results reported in Table 3 , the dependent variable is the probability of an increase/decrease in the DPS by 3% and I also consider the level of share repurchases as independent variable. The results for dividend cuts remain virtually unaltered. The results on dividend increases, unlike for other specifications, suggest that positive news tend to be released early. The magnitude of the marginal effects of "Days" on "Dividend increase" are around 2.5-4 times larger than the marginal effects of "Days" on "Dividend decrease". 10
IV. Conclusions
This paper examines predictability in dividend cuts for a large sample of U.S. firms for the period 1971-2014. I provide evidence that delaying the dividend announcement is associated with dividend cuts, while dividend increases tend be announced early, suggesting that managers delay the release of bad news. Table 1 . Number of calendar days between dividend announcements and changes in dividends.
The sample includes NYSE, NYSE MKT, and NASDAQ securities with share codes of 10 or 11 and distribution code 1232. I exclude utilities (SIC codes 4900-4949) and financial firms (SIC codes 6000-6999). "Days" is the number of trading days between two consecutive dividend announcement dates for a certain firm. "Dividend increase" and "Dividend decrease" are dummy variables equal to one if the dividend per share in a certain quarter for a certain firm is larger than, or smaller than, the dividend per share in the previous quarter, respectively. "Marg. effects" is the marginal effect for the variable "Days", where "Days" is set equal to its median. All variables are winsorized at the 1 st and 99 th percentile. Constant not reported but estimated for all regressions. Robust t-statistics clustered at the firm level in parentheses. *** denotes p<0.01, ** denotes p<0.05, and * denotes p<0.1. A 1971-2014 1971-2014 1971-2014 1971-2014 1993-2014 1993-2014 1993-2014 1993-2014 Table 2 . Number of trading days between dividend announcements and changes in dividends.
Panel
The sample includes NYSE, NYSE MKT, and NASDAQ securities with share codes of 10 or 11 and distribution code 1232. I exclude utilities (SIC codes 4900-4949) and financial firms (SIC codes 6000-6999). "Days" is the number of calendar days between two consecutive dividend announcement dates for a certain firm. "Dividend increase" and "Dividend decrease" are dummy variables equal to one if the dividend per share in a certain quarter for a certain firm is larger than, or smaller than, the dividend per share in the previous quarter, respectively. "Marg. effects" is the marginal effect for the variable "Days", where "Days" is set equal to its median. All variables are winsorized at the 1 st and 99 th percentile. Constant not reported but estimated for all regressions. Robust t-statistics clustered at the firm level in parentheses. *** denotes p<0.01, ** denotes p<0.05, and * denotes p<0.1. A 1971-2014 1971-2014 1971-2014 1971-2014 1993-2014 1993-2014 1993-2014 1993-2014 Table 3 . Number of trading days between dividend announcements and changes in dividends: changes in DPS larger than 3%.
The sample includes NYSE, NYSE MKT, and NASDAQ securities with share codes of 10 or 11 and distribution code 1232. I exclude utilities (SIC codes 4900-4949) and financial firms (SIC codes 6000-6999). "Days" is the number of calendar days between two consecutive dividend announcement dates for a certain firm. "Dividend increase" and "Dividend decrease" are dummy variables equal to one if there is an increase or decrease by at least 3% in the DPS in a certain quarter for a certain firm. "Marg. effects" is the marginal effect for the variable "Days", where "Days" is set equal to its median. "Share repurchases" is the level of share repurchases. All variables are winsorized at the 1 st and 99 th percentile. Constant not reported but estimated for all regressions. Robust t-statistics clustered at the firm level in parentheses. *** denotes p<0.01, ** denotes p<0.05, and * denotes p<0. 1. 1971-2014 1971-2014 1971-2014 1971-2014 1993-2014 1993-2014 1993-2014 1993-2014 Table 4 . Deviations from expected trading days between announcements and changes in dividends.
The sample includes NYSE, NYSE MKT, and NASDAQ securities with share codes of 10 or 11 and distribution code 1232. I exclude utilities (SIC codes 4900-4949) and financial firms (SIC codes 6000-6999). "Days" is defined as the difference between: the number of trading days between two announcements for the same quarter of two consecutive years (e.g., Q4-2006 and Q4-2007) ; and the number of trading days in a year (252). "Dividend increase" and "Dividend decrease" are dummy variables equal to one if there is an increase or decrease by at least 3% in the dividend per share in a certain quarter for a certain firm. "Marg. effects" is the marginal effect for the variable "Days", where "Days" is set equal to its median. "Share repurchases" is the level of share repurchases. All variables are winsorized at the 1 st and 99 th percentile. Constant not reported but estimated for all regressions. Robust t-statistics clustered at the firm level in parentheses. *** denotes p<0.01, ** denotes p<0.05, and * denotes p<0. 1. 1971-2014 1971-2014 1971-2014 1971-2014 1993-2014 1993-2014 1993-2014 1993-2014 Notes: T1, T2 and T3 represent the dates of three dividend announcements, where T3 > T2 > T1. N1 is the number of (calendar or trading) days between T2 and T1, and N2 is the number of (calendar or trading) days between T3 and T2. For both a) and b), T3 -T1 (equal to N1 + N2) represents the same number of trading days. In a), there is no delay in dividend announcements, and the N1 is the same as N2. In b), the delay in the second announcement (which occurs at T2), reduces automatically N2, even if the third announcement occurs at the expected announcement date (T3), because N1 is larger but N1 + N2 remains the same.
